2 contention is consistent with McGregor and Street's (2007: 47) view that 'elevating the status of the [conceptual] framework in the US is extremely important.' Presently, the FASB's Accounting Standards Codification is the single, official source of authoritative, non-governmental GAAP in the United States (U.S.). The formerly multi-level U.S. GAAP hierarchy was compressed to two levels in 2009: authoritative and nonauthoritative. Under this codification, the FASB conceptual framework is considered to fall in the non-authoritative category, whereas more detailed rules, such as those rules related to To illustrate our arguments regarding the status of the Conceptual Framework, we review the practices adopted by courts in the U.S. when they consider accounting issues by referring to GAAP and (implicitly at least) the Conceptual Framework. We highlight the rules of evidence that are applied, and draw attention to how the adversarial system of court practice encourages accounting expert witnesses to seek the sanctuary of rules. We are motivated by the '…lack of academic literature that addresses the role of the accountant as expert witness' (Sanchez and Zhang 2012: 103) . As well, we are keen to build on the insights provided in this journal to the role of accountants as expert witnesses (Craig and Reddy 2004) and as providers of 'independent expert valuations' (Bugeja 2006) .
We draw from the debate over accounting matters that occurred in the criminal trial of The company's collapse prompted considerable negative commentary regarding its financial reporting. Benston and Hartgraves (2002: 126) The status U.S. courts have given to the FASB's GAAP (and thereby to the Conceptual Framework) highlights a paradox (Palmrose 2009 ). The pervasive protocols applied to assess accounting issues favor a rules-based approach whereas the apparent commitment of the FASB is to adopt a principles-based approach. The adversarial system of U.S. court practice encourages accounting expert witnesses to seek the sanctuary of rules because of a court preference for clear guidelines on what is right and what is wrong. Although an accounting system based on rules might assist in winning a legal battle by invoking GAAP, there is a strong risk that it will fail to meet the needs of financial statement users by distorting any assessment of what constitutes fairly presented financial statements. 1 Accounting reasoning will cohere better with principles-based accounting if it uses an appropriate Conceptual Framework as the overriding point of reference.
2 Such use would give priority to substance over form and would be more likely to result in accounting disclosures that are committed strongly to the principle of 'fair presentation'.
The following section briefly reviews two important matters that currently influence assessments of conformity with GAAP in U.S. courts ─rules of evidence, and pervading attitudes to expert witness testimony. Thereafter, we evaluate aspects of the accounting reasoning in the trial of Skilling and Lay, particularly in respect of technical conformity with GAAP, and fair presentation. The final section discusses some implications for the evolving Conceptual Framework of financial reporting.
The U.S. Legal System, Rules of Evidence and Accounting Experts' Testimony

Some features of U.S. criminal trials
Common law is a distinctive part of the legal system in the U.S.. It is to a system of law based primarily on previous judicial decisions. Unlike statutory law, common law is not codified in statutes via legislation. Thus, a system of law based on common law principles ought to be supportive of principles-based accounting reasoning (Ball 2009: 311) . The problems in assessing Enron's accounting appear to have stemmed from the prevalence of a rules-based mentality in the U.S. (Ball 2009: 305) . The GAAP hierarchy prevailing at the time of the Enron trial (and in the current FASB codification) was not conducive to GAAP being regarded as a predominantly logic-based reasoning system that arose from a welldeveloped Conceptual Framework.
Juries are used extensively in the U.S. in criminal (and other) trials. They are not required to give reasons for their verdicts, unlike judges. Although judges' instructions can exercise some control over juror deliberations, juries are prone to prejudices and emotional appeals and often fail to comprehend complex issues. Such a perception of jurors is evident in the prosecutor's strategy with respect to the presentation of accounting-based argument in the trial of Skilling and Lay (Hueston, 2007, discussed later) . … be grounded in an accepted body of learning or experience in the expert's field, and … explain how the conclusion is grounded. Where the testimony concerns … accounting standards …it should be evaluated by reference to the 'knowledge and experience' of that particular field. (Adrogué and Ratliff 2000: 450) A comprehensive analysis of issues concerning the acceptance of accounting expert testimony by Adrogué and Ratliff (2000: 477-95) concluded that a court's decision on whether to accept evidence of an accounting expert should be informed by six factors. The nature of the accounting expert evidence presented for the defence in the Enron trial rendered only factors 1 to 4 relevant: 4 1. The accounting profession applies a concept of 'general acceptance' to its 'principles.'
Rules of evidence
2. The sources of accepted accounting authority are the SEC, FASB, and AICPA.
3. There is a recognised hierarchy of GAAP. 
Expert witness evidence
Accountants have a long tradition of providing expert witness evidence in a variety of judicial settings throughout the world. They are also called upon to provide expert opinion in many non-judicial or quasi-judicial contexts, such as in providing valuation reports in connection with takeover bids, schemes of arrangement, and acquisitions or buy-outs.
In the U.S., court proceedings are inherently adversarial. The parties call expert witnesses specifically to buttress their cases. In the Enron case, the accounting expert witnesses testified that Enron's financial reports fully conformed to GAAP. Expert witnesses in U.S. courts are not bound by any overarching obligation to be a 'pure' expert disassociated from the parties. Thus, the hostile questioning which often arises is directed not so much to evince the truth, but rather to damage the professional credibility of the other party's expert witness.
Ideally, an expert witness's evidence should appeal extensively because of its logic, rather than because of the credibility of the witnesses or the strength of emotional appeals.
Otherwise, it risks becoming 'emotional, imprecise and open to interpretation' (Norreklit 2003: 595) . Because arguments usually draw strength from the credibility of the provider, maintaining the reputation of an expert witness explains why much trial questioning in the 9 U.S. focuses on enhancing (or attacking) the credibility of the expert witness, rather than addressing the issue under consideration. Anyone reflecting upon the expert evidence provided by accountants should be mindful that objectivity is a fundamental guiding principle of accounting. This guiding principle should be juxtaposed against judicial concerns regarding the 'inadequate objectivity' and the 'perceived lack of independence' often provided in the expert evidence of accountants (Freckelton et al. 1999: 3, 13) . A strong case emerges 'for renewed commitment by accountants to the fundamental ethical principles of professional endeavour … [and for them to]… commit themselves more vigorously to helping the courts in their "search for truth . . .
[un]affected by any of the sordid concerns of commerce or the emotions which affect ordinary human beings"' (Craig and Reddy 2004: 77, citing Chesterman 2000: 13) . It should be noted that accountants' rules of professional ethics are principles-based and so can provide a consistent foundation from which to develop principles-based accounting.
Consideration should be given to changing the obligations of expert witnesses in the U.S. to one that is held in some non-U.S. jurisdictions such as Australia: specifically, that expert witnesses have an overriding duty to assist a court, to be objective, and not be advocates for any party (Federal Court of Australia 2012 In non-judicial contexts, the apparent lack of independence and objectivity of some Australian accountant experts was highlighted by Bugeja (2006) Clearly, there is an 'obvious tension' to be resolved 'between the judicial desire for a 'pure' expert and the reality of litigation conducted by adversaries' (Chesterman, 2000: 14) .
The 'pure expert' is encountered rarely in U.S. judicial settings. American courts do not dwell on the nostalgic fondness of legal reformers for 'an Aristotelian "ideal expert witness"' (Chesterman 2000: 13) . Nonetheless, adoption of a 'pure expert' mentality would be consistent with a principles-based approach to accounting.
GAAP in the Enron Criminal Trial
In his opening address to the jury, the lead litigator for the prosecution, John Hueston, framed the case in such a way that mere compliance with (technical) accounting standards would not excuse the defendants' 'choices.' He claimed these choices had resulted in 'lie after lie about the true financial condition of Enron' (Hueston 2007: 207) . A good part of the prosecution's strategy was directed to convincing the jury that compliance with GAAP was no absolution from criminality.
Whether the prosecution's strategy influenced the final verdict is not germane here. We are not concerned about legal tactics generally, but about the potential for GAAP to facilitate 11 corporate fraud by condoning inapt financial reporting ─ implicitly or otherwise. Thus, we highlight the defence's reliance on the evidence of two accounting expert witnesses (both prominent members of the American accounting profession), Jerry Arnold and Walter Rush.
They testified that Enron's accounting complied fully with GAAP. Despite this supportive expert testimony, Lay and Skilling were convicted on May 25, 2006 of (among other charges)
conspiracy to commit securities fraud; and Skilling was convicted also of committing securities fraud.
The convictions arose from matters related to Enron's quarterly financial statements. The guilty judgments invite a conclusion that Enron's financial reporting was not in conformity with GAAP. However, such a conclusion is precipitate because, in three days of testimony, the two expert witnesses argued that Enron's accounting fully conformed to GAAP. Thus, ostensible mere compliance with GAAP by Enron appeared not to have impressed the jury.
This has stimulated our interest in exploring the implications of arguments regarding GAAP compliance for the GAAP hierarchy -including in the context of the more recent two-tier hierarchy.
There is an important distinction between financial reporting frameworks based on compliance and those based on fair presentation. A compliance framework is rules-based, whereas a fairness of presentation framework justifies departures from the rules, or disclosures beyond rule requirements, and is principles-based. The fair presentation framework has been revised in ISAs 200, 210, and 700 by the IAASB in its 'Clarity Project' (www.iaasb.org). The evolving audit principles embodied in those revisions need to be better integrated with the IASB/FASB's (2010) joint accounting conceptual framework project.
Further evidence of this need is provided by Christensen et al.'s (2012) A detailed rule should not conflict with a basic principle. If it did, the resulting system of ethical reasoning could be shown to be illogical (i.e., inconsistent) and rejected in a trial.
Detailed rules should clarify the application of a principle in a particular context, yet be consistent with it. A principle has conceptual primacy over a detailed rule. This means that if a rule conflicts with a principle in a given context, the principle overrides the rule. Principlesbased reasoning has always been important in moral philosophy and the study of logic (see Smieliauskas 2013) .
13
The focus of the expert witnesses on technical conformity with accounting rules rather than on the actual intentions of the defendants was logical in an environment where rules are presumed to dominate over broader principles. However, in a well-developed principlesbased system, users should not be misled. What is misleading, for whom, and the need to give priority to user needs, are essentially ethical issues for a particular reporting environment. Fair presentation should be based on ethical reporting principles. Thus, the objectives and related concepts and principles inherent in the Conceptual Framework should be located at the top, rather than at the bottom, of the GAAP hierarchy. They should be the foundation of the framework of codification. Detailed rules should then logically follow (and be derived from) the general principles and assumptions. The result would be a more coherent system: one that is easier to defend logically in a court of law. GAAP from becoming more ethical and more logical.
